PART  1 BUDGET 


T INTRODUCTION 
PURPOSE 


The  purpose  is  to  submit  to  Council  the  Multi-Year  Budget  for  the  2015-2016  financial  year  as  required  in  terms  of  Section  28  of  the 
Municipal  Finance  Management  Act,  2003  (Act  No  56  of  2003)  and  in  terms  of  the  new  Municipal  Budget  and  Reporting 
Regulations, 

AUTHORITY 

Mayor 

LEGAL  / STATUTORY  REQUIREMENTS 


Municipal  Finance  Management  Act  No  56,  2003,  Section  28. 


2,  Mayor's  report 


MAYORAL  MESSAGE  ON  THE  PRESENTATION  OF  THE  MFQFAMA  MUNICIPAUTY  ANNUAL  BUDGET  2015/16 
TO  COUNCIL,  FRIDAY  29  MAY  2015 


Honourable  Councillors,  it  gives  me  great  pleasure  to  be  seating  on  the  helm  and  representing  this  municipality  as  the 
speaker  of  this  great  and  challenging  municipality  for  the  purpose  of  presenting  to  you  the  2014/2015  Medium  Term 
Budget  report  for  your  consideration. 

The  task  ahead  of  us  in  mammoth  and  as  a municipality  we  have  an  obligation  to  perform  our  duties  to  the  best  of  our 
ability,  taking  into  account  that  the  focus  is  on  our  municipality  following  a myriad  of  challenges  that  led  to  the 
dissolution  of  the  previous  Council  prompting  by-elections  which  led  to  out  appointment  as  new  Councillors. 

i 

Notwithstanding  the  fact  that  this  is  our  first  Council  meeting  to  dea>  with  budgetary  issues  of  the  municipality,  we  are 
grateful  that  the  Intervention  is  assisting  through  the  support  of  COGTA  and  Provincial  Treasury  with  whom  we  work 
very  closely  through  the  Interim  Finance  Committee  which  I am  part  of. 


Despite  all  the  cash-flow  challenges  facing  our  municipality,  as  a result  of  the  accumulation  of  many  irregularities  that 
have  impacted  negatively  on  our  municipality,  there  is  hope  that  the  situation  cannot  be  worse  than  it  is  and  indeed  we 
wil:  leave  no  stone  unturned  to  turn  around  the  situation. 

For  the  2014/15,  I am  convinced  that  the  foundation  has  been  iaid  and  what  remains  is  for  us  to  play  our  leadership 
role,  be  hands  on  financial  matters  of  the  municipality  and  exercise  cur  oversight  role  effectively. 

The  2014/15  Medium  Term  Budget  proposes  a total  consolidated  budget  of-R1 18  874  000  which  is  a far  cry  from  what 
is  expected  of  the  municipality  in  relation  to  the  backlogs  and  service  delivery  needs  of  community,  but  nevertheless 
the  municipality  has  no  choice  but  the  cut  of  the  size  of  our  coat  based  on  the  size  of  our  cloth.  In  summary',  the 
attached  report  depicts  a realistic  status  which  is  presented  to  the  Council  for  approval  it  being  noted  that  from  the 
deliberations  that  transpired  at  the  Finance  Portfolio  Committee  it  is  appropriate  that  due  fluctuations  over  and  under 
spending  in  some  votes  and  well  as  over  and  under  collections,  there  is  indeed  a need  the  carry  out  a budget 
adjustment  in  order  for  municipality  to  give  a realistic  projection  for  the  last  half  of  the  current  financial  year. 

1 sincerely  hope  that  as  a municipality  we  will  work  within  our  means  and  also  that  we  will  make  every  effort  to  collect 
whatever  is  due  to  the  municipality. 

Cs 

Ms  T.M  Magubane 


The  Mayor 
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4,3  Revenue  by  Source 


The  revenue  budget  has  been  increased  by  R 12,  827,000.00  from  R107,  990,  000.00  to  R120,  817,000.00  and  the  increase  can 
be  attributed  to  the  following: 

Property  Rates 

There  is  an  increased  in  property  rates  of  R1,  429,000  that  is  as  result  of  a proposed  municipal  tariffs  for  the  2015/1 6 financial  year. 
(Annexure  4.3,1) 


Service  charges 

Service  charge  has  an  increase  of  R2,  1 16,000.00  also  as  a result  of  the  proposed  electricity  tariff  for  the  20 '1 5/1 6 financial  year. 
(Annexure  4,3.2) ) Electricity  and  (Annexure  4.3,3)  refuse 

Other  Revenue 

The  budget  figures  for  all  other  revenue  source  are  calculated  using  the  municipal  budget  circular  for  the  2015/16  MTREF 
Transfers  recognised  - operating 

Transfers  grants  budget  is  as  per  gazetted  DORA  allocations. 
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Expenditure  by  Type 


Employee  cost  and  Remuneration  of  councillors 

There  is  R2, 548,000. 00  increase  in  the  employee  cost.  That  is  made  up  by  the  increase  as  per  the  municipal  budget  circular  and  the 
fact  that  municipality  has  a fully  functional  council  as  opposed  to  the  2014/15  financial  year  where  council  was  dissolved. 


Bulk  Purchase  electricity 

The  municipality  made  an  increase  of  12,  20  percent  on  the  Bulk  purchase  of  electricity  as  per  Islersa  approved  increment. 


4,5  Capita!  Expenditure 
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The  municipality  has  a budget  of  R 16,595  million  on  capital  budget.R12,  295  million  of  that  is  the  National  allocation  from  Municipal 
Infrastructure  grant  and  R 4,300  million  is  a rollover  for  the  Small  town  grant.  The  municipality  has  no  capital  budget  from  its  own 
funds  as  the  municipality  cannot  fund  those  projects. 


4 4 

Mpofana  - Budget  -Capital  Expenditure  by  Cluster 


The  table  above  indicated  the  budgeted  capital  expenditure  for  the  2015/1 6 financial  year.  There  must  be  noted  that  the  municipality 
will  have  a rollover  of  R 4,300  million  on  Small  town  grant.  The  amount  is  shown  under  Internally  generated  funds  because  the 
amount  is  in  the  municipality's  bank  account  as  at  the  end  of  2014/15  financial  year. 


4.5.1  Funding  Sources 


Mpofana  - Capita!  Expenditure  Budget  by  funding  - 
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S.  QUALITY  CERTIFICATE 


I,  Maxwell  IVloyo,  the  Municipal  Manager  of  the  Mpofana  Municipality,  hereby  certify  that  the  Proposed  Draft  3udget  201 5-2016 
and  supporting  documentation  have  been  prepared  in  accordance  with  the  Municipal  Finance  Management  Act  and 
Regulations  made  under  the  Act  and  it  consistent  with  the  Integrated  Development  Plan  of  the  municipality. 


i 


RESPONSES  ON  THE  2015/2016  MIDIUM  TERM  REVENUE  AND  EXPENDITURE  FRAMEWORK 
BUDGET  OF  MPOFANA  MUNICIPALITY 


Draft  budget  Assessment  Report 

• The  municipality  has  populated  the  information  that  is  require  in  table  AID,  SA7, 
SA14,  5A16,  SA35  and  SA37. 

■ On  SA21  the  municipality  does  not  made  any  transfer  to  other  municipality  and  SA32 
the  municipality  does  not  have  external  mechanisms. 


Operating  Revenue  Framework  . , 

Property  Rates 

• The  municipality  made  a correction  on  property  rate  and  that  leads  the  municipality 
an  increased  of  R 1,429  million  from  RIO,  500  to  Rll,  929  which  a 5 percent 
increase  as  per  nersa  guide. 

• The  municipality  also  made  an  amendment  that  is  required  in  terms  of  section  93A 
of  the  municipal  property  rates  act. 

Service  Charges  Electricity 

e The  municipality  is  running  the  service  charge  electricity  at  a loss.  The  municipality  is 
facing  a big  challenge  in  terms  of  collection  in  Bruntville.  Meter  tempering  is  the 
main  course  of  electricity  loss  in  Bruntviile.  The  municipality  does  not  gain  anything 
by  selling  electricity. 

• The  municipality  does  not  provide  free  basic  electricity  that  is  why  there  is  no 
income  forgone  provided  under  electricity. 


I he  municipality  has  been  corrected  the  error  by  populating  the  capital  expenditure  under 
new  Asset  instead  of  Renewal  of  assets. 


